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SUMMARY 


Prices  farmers  pay  for  building  and  fencing  materials 
increased  89  percent  from  1971  to  1977.     Expenditures  for 
these  materials  were  $5.3  billion  in  1976,  almost  double 
those  of  1971. 

A  survey  of  240  lumber  yards  and  farm  supply  stores  was 
conducted  in  1976  for  16  building  and  fencing  materials.  The 
margin  between  dealer  invoice  and  retail  prices  averaged  24 
percent.     Individual  margins  ranged  from  a  low  of  20  percent 
for  barbed  wire  to  a  high  of  32  percent  for  fencing  staples 
and  electric  cable. 

Margins  for  individual  items  varied  inversely  with  rel- 
ative price  elasticity  of  demand.     For  example,  the  price 
elasticity  of  demand  for  nails  is  relatively  inelastic  com- 
pared with  the  price  elasticity  of  pine  2x4' s.     The  percent- 
age margin  for  nails  was  32  percent  compared  to  a  22-percent 
margin  for  pine  2x4 's. 

Marketing  practices,  such  as  delivery  policies  and  dis- 
count practices,  varied  widely  from  firm  to  firm.  However, 
nearly  all  the  firms  surveyed  indicated  they  provided  30-day 
charge  accounts  for  their  customers.     One-third  of  the  firms 
indicated  they  accepted  bank  charge  cards. 

Farmers,  farm  groups,  cooperatives,  banks,  and  extension 
specialists  can  use  the  findings  of  this  study  to  better 
their  understanding  of  dealers'   terms  of  trade.     The  infor- 
mation will  be  useful  to  manufacturers,  wholesalers,  and 
dealers  in  planning  production  and  marketing.  Government 
and  university  researchers  can  use  the  results  of  the  study 
in  their  analyses  of  farm  supply  marketing,  especially  build- 
ing and  fencing  items. 
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BUILDING  AND  FENCING  MATERIALS: 
Prices,  Margins,   and  Marketing  Practices 

Leland  Southard  1/ 


INTRODUCTION 

Prices  farmers  pay  for  building  and  fencing  materials 
are  rising  faster  than  for  all  production  items  (table  1). 
Building  and  fencing  material  prices  increased  89  percent 
from  1971  to  1977,  while  the  prices  of  all  production 
items  increased  77  percent.     Farmers  spent  $5.3  billion  for 
these  materials  in  1976.     This  is  almost  double  the  expen- 
diture in  1971.     Costs  for  building  and  fencing  materials 
average  about  5  percent  of  production  costs  of  all  farms; 
however,  these  materials  may  account  for  about  16  percent 
of  total  production  costs   (excluding  charges  for  land)  for 
specialized  enterprises  such  as  cow-calf  operations. 

To  better  understand  these  rapidly  rising  prices  and 
expenditures,  information  is  presented  on  product  margins 
between  dealer  invoice  prices  (including  freight)  and  re- 
tail prices  for  particular  items.     Information  also  is  pre- 
sented on  the  impact  of  the  dealer's  marketing  services  on 
product  margins  and  prices  charged  to  the  farmer  for  build- 
ing and  fencing  materials. 

This  study  will  help  researchers,  business  consul- 
tants, extension  personnel,  and  others  in  their  analyses 
and  understanding  of  the  factors  associated  with  the  high- 
er prices  paid  by  farmers  for  building  and  fencing  materi- 
als. 


1/  Southard  is  an  agricultural  economist  with  the  National 
Economic  Analysis  Division,  Economics,  Statistics,  and  Coop- 
eratives Service,  U.S.  Department  of  Agriculture. 
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Both  primary  and  secondary  data  will  be  most  useful  for 
these  groups  to  get  an  overview  of  farm  supply  marketing. 
For  market  researchers,   the  variations  in  pricing  policies 
(discounting  and  free  delivery)  are  identified  and  measured 
as  to  the  extent  they  are  used  by  building  and  fencing  mate- 
rial dealers.     Extension  agents  will  find  the  information  on 
discounting  practices  useful  in  identifying  to  farmers  ways 
in  which  their  purchases  may  qualify  for  discounts. 

Farmers  and  farm  groups  will  benefit  from  the  back- 
ground information  showing  relative  margins  for  selected 
products  and  product  families  and  the  types  and  amounts  of 
discounts  available  to  farmers.     One  of  the  more  popular 
discounts  is  some  form  of  a  quantity  discount.     Farmers  pur- 
chasing a  large  quantity  of  building  and  fencing  materials 
may  save  up  to  10  percent  of  the  purchase  price,  which  may 
be  a  larger  saving  than  one  could  make  by  price  shopping  the 
individual  items.     In  addition,  by  paying  cash,   the  farmer 
could  ask  for  a  discount  equal  to  the  deal-er's  cost  of  ex- 
tending credit  or  accepting  a  bank  charge  card. 

Firms  in  the  farm  supply  industry  can  compare  their 
margins  for  building  and  fencing  to  averages  of  other  firms 
selling  these  products.     The  findings  may  be  helpful  in  de- 
veloping pricing  and  merchandising  policies  and  planning  for 
the  future  direction  of  their  business. 


METHODOLOGY 

For  this  study,  product  margin  is  defined  as  the  dif- 
ference between  the  retail  price  farmers  pay  and  the  in- 
voice price  plus  freight  charges  paid  by  farm  supply  deal- 
ers.    Percentage  margin  refers  to  the  ratio  of  the  product 
margin  in  dollars  to  the  retail  price.     The  margins  paid  by 
farmers  for  each  of  these  16  items  are  weighted  by  quantity 
to  obtain  weighted  average  margins  (table  2) .     To  obtain  the 
data  needed  to  study  prices,  margins,  and  marketing  prac- 
tices, a  survey  of  building  and  fencing  material  dealers  was 
conducted  in  1976  in  the  25  leading  agricultural  States. 
Information  was  obtained  from  177  firms  selling  building  and 
fencing  materials  to  farmers. 
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Table  2. — Percentage  margins  and  weights  for  building  and 

fencing  materials 


Item 

Margin  : 

Weight 

Percent 

Building  and  fencing  materials 

24 

100 

Building  materials: 

24 

86 

Shingles 

21 

3 

Insulation  board 

26 

1 

Nails 

31 

4 

Electric  cable 

32 

5 

Paint 

29 

3 

Roofing  : 

23 

36 

Pine  2x4 

22 

8 

Pine  2x8 

22 

8 

Fir  2x4  : 

24 

9 

Fir  2x8 

24 

9 

Fencing  materials: 

23 

14 

Barbed  wire 

20 

3 

Woven  wire  : 

22 

2 

Wooden  post  : 

24 

3 

Steel  post  : 

21 

3 

Gates                               "  : 

23 

1 

Staples 

32 

2 

The  building  and  fencing  materials  were  selected  from 
the  items  included  in  the  index  of  prices  paid  by  farmers 
prepared  by  the  Statistical  Reporting  Service,  U.S.  Depart- 
ment of  Agriculture,  and  published  by  that  agency  in  Agri- 
cultural Prices.      (On  January  1,  1978,  the  Statistical  Re- 
porting Service  became  a  part  of  the  Economics,  Statistics, 
and  Cooperatives  Service.)     Considerations  given  in  select- 
ing the  items  were:     (1)   the  importance  of  the  item  in  the 
index,   (2)  the  representativeness  of  items  in  relation  to 
particular  classes  of  building  and  fencing  materials,  and 
(3)  the  likelihood  of  the  item  being  offered  for  sale  by 
the  respondent  firms. 

Some  items,  such  as  concrete  blocks,  were  not  chosen 
because  farmers  usually  purchase  them  from  local  manufac- 
turers.    Supply  dealers  may  stock  only  a  few  of  these 
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items  as  a  convenience  to  their  customers.     Many  lumber 
items  were  omitted  because  it  was  felt  that  pine  and  fir 
2x4 ' s  and  2x8' s  would  adequately  represent  lumber.     The  8- 
penny  nail  was  selected  to  represent  all  nails  and  similar 
products  because  of  its  wide  availability. 

Other  items  in  the  survey  included  barbed  wire,  woven 
wire,  wooden  posts,   steel  posts,   aluminum  gates,  paint, 
roofing,  shingles,   insulation  board,   staples,  and  electric 
cable  (table  2) . 

Items  were  handled  about  the  same  as  in  the  index  of 
prices  paid  by  farmers,  with  some  changes.     Overall  weights 
of  the  building  and  fencing  components  used  in  the  index 
were  modified  for  this  study  by  switching  the  weight  of 
rough  boards  from  the  fencing  component  to  the  building 
component.     This  weight  was  assigned  to  lumber.  Weight 
which  represents  all  electrical  products  was  assigned  to 
electric  cable. 


PRICES  AND  MARGINS 

According  to  the  survey  data,  product  margins  for  the 
16  building  and  fencing  materials  used  for  farm  production 
averaged  24  percent  in  April  1976.     Individual  margins 
ranged  from  20  to  32  percent  of  the  retail  price.  Retail 
and  Invoice  prices  and  margins  for  the  items  are  given  in 
table  3. 


Building  Materials 

Margins  for  building  materials  averaged  24  percent. 
These  margins  ranged  from  21  percent  for  shingles  to  32 
percent  for  electric  cable.     Margins  were  about  the  same 
for  lumber  and  roofing.     Insulation  board,  paint,  and 
nails  had  margins  of  26,   29,  and  31  percent,  respectively. 

Shingles 

The  survey  specifications  for  shingles  were:  asphalt, 

three  tabs  per  shingle,  mineral  surface,  approximately  240 

pounds  per  square.     The  average  retail  price  per  square  was 

$13.93,   and  the  average  invoice  price  was  $14.90.  The 

product  margin  was  $4.03,  or  21  percent  of  the  retail 
price . 
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Table  3 — Retail  and  invoice  prices  and  product  margin  for 
building  and  fencing  materials 


Item 

Retail 
price 

:  Invoice 
:  price 

Product 
margin 

Dollars 

Building  materials: 

Shingles 

18.93 

14.90 

4.03 

Insulation  board 

89.09 

65.72 

23.37 

Nails 

.42 

.29 

.13 

Electric  cable 

35.56 

24.30 

11.26 

P  a  n  -n  1" 
1  d  ±  11  L 

\J  •  '-r  y 

6  00 

\J  »  \J\J 

2  49 

Roofing 

28.41 

22.00 

6.41 

Pine  2x4 

248.97 

193.97 

55.00 

Pine  2x8 

258.06 

200.03 

58.03 

Fir  2x4 

275.97 

209.19 

66.78 

Fir  2x8 

300.63 

228.54 

72.09 

Fencing  materials: 

Barbed  wire 

27.14 

21.65 

5.49 

Woven  wire 

:  60.75 

47  .46 

13.29 

Wooden  post 

:  2.49 

1.90 

.59 

Steel  post 

:  2.26 

1.79 

.47 

Gate 

:  50.05 

38.68 

11.37 

Staples 

:  .47 

.32 

.15 

Insulation  Board 

The  survey  specifications  for  insulation  board  called 
for  1/2-inch  standard  asphalt-treated  insulation  board 
priced  in  units  of  1,000  square  feet.     The  average  retail 
price  paid  for  insulation  board  was  $89.09,  and  the  average 
price  paid  by  the  dealer  was  $65.72.     The  product  margin 
was  $23.37  per  1,000  square  feet,  or  26  percent. 


Nails 

The  survey  specifications  called  for  the  price  per 
pound  of  common  8-pennv  nails,  which  represents  all  nails 
and  similar  products.     The  average  price  paid  per  pound  was 
$.42,  and  the  average  invoice  price  was  $.29.     The  product 
margin  was  $.13,  or  31  percent  of  the  retail  price.  This 
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item  had  the  second  largest  percentage  margin  of  the  build- 
ing materials. 

Electric  Cable 

The  specifications  for  electric  cable  were  12-2  Romex 
with  ground  wire  (copper  wire).     Electric  cable  represents 
all  electrical  products.     The  original  specification  called 
for  the  price  of  100  linear  feet,  but  was  changed  to  a  250- 
linear  foot  roll  when  most  of  the  respondents  reported  it 
that  way.     The  average  retail  price  was  $35.56,  and  the  av- 
erage invoice  price  was  $24.30.     The  product  margin  was 
$11.26,  or  32  percent  of  the  retail  price. 

Paint 

Paint  was  the  simplest  product  in  the  survey  as  far  as 
specifications  were  concerned.     Because  of  the  many  varia- 
tions of  paints  on  the  market,   it  was  decided  not  to  write 
a  strict  specification  for  paint.     The  specification  was  as 
follows:     paint  for  farm  fences  and  buildings.  Respondents 
were  asked  to  give  retail  and  invoice  prices  for  paint  most 
commonly  sold  by  them  for  the  above  purpose.     The  average 
retail  price  was  $8.49  per  gallon,  and  the  average  invoice 
price  was  $6.     The  product  margin  was  $2.49,  or  29  percent 
of  the  retail  price. 

Roofing 

Metal  roofing  prices  were  for  squares  (100  square  feet) 
of  galvanized  steel,   28  to  29  gage.     In  the  survey,   it  was 
found  that  the  average  retail  price  per  square  was  $28.41, 
and  the  average  invoice  price  was  $22  per  square.     The  prod- 
uct margin  was  $6.41,  or  23  percent  of  the  retail  price. 


Lumber 

Prices  were  collected  for  four  lumber  items.     The  gen- 
eral specifications  were  framing  or  stud,   standard  and  bet- 
ter, kiln  dried.     The  specifications  were  further  broken  in- 
to pine  and  fir.     For  each  species,   2x4 's  and  2x8 's  were 
priced.     Pricing  only  2x4' s  was  considered,  but  it  was  de- 
cided that  specials  on  2x4 's  might  bias  the  retail  prices 
and  margins  downward.     Thus,  both  2x4' s  and  2x8' s  were 
priced  at  the  wholesale  and  retail  level. 


Average  retail  prices  per  1,000  board  feet  were 
$248.97,   $258.06,  $275.97,  and  $300.63  for  pine  2x4's,  pine 
2x8's,   fir  2x4's,  and  fir  2x8's,  respectively.  Correspond- 
ing average  invoice  prices,  including  freight  per  1,000 
board  feet,  were  $193.97,   $200.03,   $209.19,  and  $228.54. 
The  product  margins  were  $55,   $58.03,  $66.78,  and  $72.09  re- 
spectively.    The  percentage  margins,  in  the  same  order,  were 
22,   22,   24,   and  24  percent. 

Fencing  Materials 

Margins  for  fencing  materials  averaged  23  percent.  The 
margins  for  fencing  material  items  ranged  from  20  percent 
for  barbed  wire  to  32  percent  for  staples.     Margins  for  wood 
posts,   steel  posts,  gates,  and  woven  stock  wire  were  close 
together,  ranging  from  21  to  24  percent. 

Barbed  Wire 

The  specification  in  the  questionnaire  called  for  gal- 
vanized 12-1/2  gage  carbon  steel,  4-point  barbed  wire.  The 
average  retail  price  was  $27.14  per  80-rod  spool,  and  the 
average  invoice  price  was  $21.65.     The  product  margin  was 
$5.49  per  spool,   or  20  percent  of  the  retail  price. 


Woven  Wire 

Specifications  for  woven  wire  were  6-inch  stay  wire 
spacing,  12-1/2  gage,  and  32  to  50  inches  high.     Because  of 
the  regional  difference  in  height  of  woven  wire  sold,  re- 
spondents were  presented  with  a  range  of  heights  rather  than 
a  particular  one.     The  respondents  were  asked  to  give  the 
retail  and  invoice  prices  of  the  most  commonly  sold  woven 
wire  within  the  specifications  given. 

Forty-five  percent  of  the  dealers  reported  wire  32  to 
3  7  inches  high  as  the  most  commonly  sold.     Slightly  over 
one-fourth  of  the  respondents  gave  prices  for  wire  38  to  43 
inches  high,  while  the  remaining  29  percent  gave  prices  for 
wire  44  to  50  inches  high.     The  average  retail  price  per  20- 
rod  spool  was  $60.75,  and  the  average  invoice  price  was 
$47.46.     The  product  margin  was  S13.29,  or  22  percent  of  the 
retail  price. 
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Wooden  Post 


The  survey  specification  called  for  the  pricing  of 
treated,  wooden  line  post  approximately  4  inches  in  diame- 
ter.    Nearly  half  of  the  respondents  priced  posts  5.5  to 
6.5  feet  in  length.     About  one-third  of  respondents  reported 
prices  for  posts  6.6  to  7.5  feet  in  length.     The  remaining 
respondents  priced  posts  over  7.6  feet  in  length.     The  aver- 
age retail  price  of  a  wooden  post  was  $2.49,  and  the  average 
invoice  price  was  $1.90.     The  product  margin  was  $.59,  or  24 
percent  of  the  retail  price. 

Steel  Post 

The  specifications  for  steel  post  were:     line  fence, 
heavy  duty,  and  6  to  7  feet  in  length.     The  respondents 
were  asked  to  specify  the  length  of  steel  post  for  which 
they  reported  prices.     Nearly  all  of  the  dealers  (95  per- 
cent) priced  steel  posts  6  to  6.5  feet  in  length.     The  aver- 
age retail  price  was  $2.26,  and  the  average  invoice  price 
was  $1.79.     The  product  margin  was  $.47,  or  21  percent  of 
the  retail  price. 


Gates 

The  gate  prices  in  the  survey  were  for  aluminum  panel 
farm  gates,  14  to  16  feet  in  length.     Of  the  respondents  re- 
porting prices,  56  percent  did  so  for  aluminum  gates  14  feet 
in  length,  while  44  percent  gave  prices  for  gates  16  feet  in 
length.     The  average  price  paid  for  gates  was  $50.05,  and 
the  average  invoice  price  was  $38.68.     The  product  margin 
was  $11.37,  or  23  percent  of  the  retail  price. 

Staples 

The  survey  specifications  for  fence  staples  were  9 
gage,   1-1/2  inch  long.     The  average  retail  price  per  pound 
was  $.47,  and  the  average  invoice  price  was  $.32.     The  prod- 
uct margin  was  $.15,  or  32  percent  of  the  retail  price. 
Staples  had  the  largest  percentage  margin  of  the  fencing  ma- 
terial items  in  the  survey. 


Product  Margins  and  Demand  Elasticities 

Buyers  are  more  responsive  to  prices  for  certain  items 
than  for  others.     This  responsiveness  is  referred  to  as  the 
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price  elasticity  of  demand.     Buyers  will  increase  expendi- 
tures for  an  item  as  the  price  declines  if  the  demand  is 
elastic,  meaning  that  the  quantity  bought  will  increase  by  a 
greater  percentage  than  the  decline  in  price.     However,  buy- 
ers will  decrease  total  expenditures  for  an  item  with  a  de- 
crease in  its  price  if  the  price  elasticity  of  demand  is  in- 
elastic, meaning  that  the  quantity  bought  will  increase  by  a 
lesser  percentage  than  the  decline  in  price.     Thus,  sellers 
stand  to  gain  more  revenue  from  assigning  larger  margins  to 
items  that  have  an  inelastic  demand  than  to  those  products 
that  have  an  elastic  demand. 

The  price  elasticity  of  demand  is  largely  determined 
by:     (1)  availability  of  substitutes,   (2)  expenditures  on 
the  item,  and  (3)  length  of  adjustment  time.     The  more  other 
products  that  can  be  substituted  for  a  particular  product, 
the  greater  its  price  elasticity  of  demand  will  be.     If  the 
price  of  the  product  increases  and  the  buyer  can  buy  a  lower 
cost  substitute,  he  usually  will  do  so. 

In  this  study,   there  were  five  pairs  of  items  that  are 
substitutes.     The  pairs  are:     (1)  wood  and  steel  posts,  (2) 
barbed  and  woven  wire,  to  a  limited  degree,   (3)   shingles  and 
roofing,    (4)  pine  and  fir  2x4' s,  and  (5)  pine  and  fir  2x8 's. 
The  margins  for  these  substitutable  items  ranged  from  20  to 
24  percent,  while  the  margins  of  the  other  items  (except  al- 
uminum gates)  ranged  from  26  to  32  percent.     Although  mar- 
gins for  galvanized  and  wooden  gates  were  not  collected,  the 
relatively  low  margin  for  aluminum  gates  apparently  reflects 
the  availability  of  the  other  types. 

The  smaller  number  of  substitutes  for  a  product,  the 
smaller  its  price  elasticity  of  demand  will  be.     Thus,  a 
product  with  only  a  few  substitutes  would  have  a  smaller 
price  elasticity  of  demand  than  a  product  with  many  substi- 
tutes.    Products  like  nails  and  staples  have  relatively  few 
substitutes.     Their  margins  were  among  the  highest  for  the 
items  studied:     31  and  32  percent,  respectively.     Thus,  the 
observed  margins  are  in  agreement  with  demand  theory. 

In  general,   the  larger  the  percentage  of  expenditures 
spent  on  a  product,   the  greater  its  price  elasticity  of  de- 
mand.    Thus,   the  price  elasticity  of  demand  for  roofing  and 
lumber,  which  are  large  expense  items,  would  likely  be 
greater  than  the  price  elasticity  for  fence  staples.  Based 
on  the  observed  margins,  this  relationship  held  in  this 
study. 

The  longer  the  time  period  allowed  for  adjustments  in 
the  quantity  of  a  product  demanded,   the  greater  its  price 
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elasticity  of  demand.     The  buyer,   if  confronted  with  a  sud- 
den price  change,  may  have  to  buy  the  product,  because  he 
has  no  other  choice.     However,  over  a  period  of  time,  he 
will  switch  to  a  lower  cost  alternative,   if  at  all  possible. 
This  study  measured  margins  only  at  one  point  in  time  and, 
therefore,  cannot  be  used  in  support  of  this  principle. 


BUSINESS  SIZE  AND  MARKETING  PRACTICES 

The  modal  sales  size  of  the  firms  surveyed  was  $250,000 
to  $499,999  (table  4).     Nearly  one-fourth  of  the  firms  re- 
ported annual  sales  of  $100,000  to  $249,999.     About  one- 
eighth  of  the  firms  had  annual  sales  of  less  than  $100,000. 
Only  4  percent  of  the  firms  had  annual  sales  over  $3  mil- 
lion. 


Table  4 — Number  of  firms  by  sales  size 


Sales 

Number  of 

:    Percentage  of 

Group 

firms 

:      total  firms 

0  -  $99,999 

21 

12 

$100,000  -  $249,999 

42 

24 

$250,000  -  $499,999 

46 

26 

$500,000  -  $999,999 

24 

14 

$1,000,000  -  $2,999,999 

36 

20 

$3,000,000  and  over 

8 

4 

Total 

177 

100 

Credit  Practices 

The  respondents  were  asked  two  questions  about  charge 
privileges  made  available  to  their  customers.     One-third  of 
the  respondents  indicated  they  accepted  bank  charge  cards. 
Practically  all  of  the  respondents  (96  percent)  indicated 
they  provided  30-day  charge  accounts  (excluding  bank  charge 
cards)   for  their  customers.     No  data  were  collected  on  the 
cost  of  30-day  charges  provided  by  building  and  fencing  ma- 
terial dealers. 
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Marketing  Services 


Delivery  policies  of  dealers  providing  free  delivery 
exhibited  a  wide  variation  in  both  the  maximum  distance  and 
the  minimum  value  of  materials  firms  would  deliver.  About 
71  percent  (125  out  of  177)  of  the  dealers  interviewed  indi- 
cated they  did  provide  some  type  of  free  delivery  service 
(table  5) . 

One-third  of  the  dealers  providing  the  service  indicat- 
ed there  was  no  minimum  purchase  necessary  for  the  service. 
About  one-half  (63)  of  the  dealers  providing  free  delivery 
services  were  willing  to  state  a  minimum  dollar  amount  of 
sales  necessary  for  free  delivery,  and  51  dealers  indicated 
a  minimum  purchase  under  $200. 

About  61  percent  (76)  of  dealers  were  willing  to  indi- 
cate a  maximum  distance  In  which  they  would  provide  free  de- 
livery service.     Most  of  these  dealers  (62)   Indicated  a  dis- 
tance under  30  miles.     One-fourth  of  the  dealers  indicated 
they  did  not  have  a  maximum  distance  policy. 

Many  dealers  indicated  they  did  not  have  a  specified 
policy  on  free  delivery.     Because  of  the  various  delivery 
policies,   it  was  not  possible  to  generalize  about  the  effect 
of  free  delivery  on  margins. 

Discount  Policies 

About  two-fifths  of  the  building  and  fencing  material 
dealers  discounted  to  customers  other  than  licensed  contrac- 
tors (table  6) .     The  dealers  were  asked  to  provide  the  dis- 
count rate  and  the  minimum  amount  of  purchase  to  qualify  for 
this  discount. 

About  65  percent  of  the  dealers  who  discount  specified 
a  rate.  Most  of  the  specified  discount  rates  ranged  from  6 
to  10  percent.  One-seventh  of  the  dealers  said  they  had  no 
set  policy  for  discounts.  Almost  one-fourth  of  the  dealers 
claimed  they  would  discount  qualifying  purchases  for  major 
items  and  quantity  purchases.  Six  discounted  for  cash 
sales.     One  firm  gave  discounts  to  all  farmers  and  ranchers. 

Competition  and  Promotional  Considerations 

Competition  among  stores  in  a  market  area  does  not  al- 
ways allow  retailers  to  set  margins  as  high  as  they  might 
otherwise  charge.     Margins  may  be  Influenced  by  promotional 
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considerations,  such  as  special  prices,  coupon  sales,  and 
other  similar  competitive  practices.     In  this  one-time  sur- 
vey,  it  was  not  possible  to  measure  the  effect  of  such  com- 
petitive practices  on  retail  margins.     However,   in  the  coun- 
ties studied,   there  appeared  to  be  enough  dealers  to  provide 
competition . 
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APPENDIX — Survey  Design 


Two  separate  lists  of  supply  outlets,   including  cooper- 
atives, were  developed  for  the  counties  selected  to  ensure 
coverage  of  firms  that  sold  items  of  interest  in  the  survey. 
One  list  was  compiled  from  State  directories  of  retail  lum- 
ber dealers,  and  the  other  was  developed  from  telephone  di- 
rectories and  current  State  statistical  offices'  lists  of 
farm  supply  outlets.     The  final  sample  consisted  of  240 
firms,  one-half  of  them  retail  lumber  dealers  and  the  other 
half  farm  supply  outlets. 

The  19  72  farm  production  expenditure  survey  indicated 
that  when  farmers  were  asked  where  they  purchased  building 
materials,   82  percent  listed  retail  lumber  dealers  and  11 
percent  listed  cooperatives.     When  asked  where  they  obtained 
fencing  materials,   they  listed  retail  farm  supply  stores, 
cooperatives,  and  retail  lumber  dealers.     For  this  reason, 
half  of  the  sample  was  drawn  from  the  list  of  retail  lumber 
outlets  and  half  from  the  list  of  farm  supply  establish- 
ments . 

To  reduce  survey  costs,   the  study  was  limited  to  25 
States  which  together  accounted  for  78  percent  of  the  total 
farm  expenses  for  building,   fencing,  and  irrigation  repair 
expenses  in  the  United  States  in  1970.     The  number  of  re- 
spondents and  counties  per  State  was  allocated  on  the  basis 
of  individual  States'   share  of  the  25-State  expenditure  to- 
tal.    Counties  with  high  production  expenses  were  identified 
within  each  State.     A  total  of  120  counties  were  randomly 
selected.     Two  firms,  one  each  from  the  lumber  and  supply 
dealer  lists,  were  randomly  selected  for  each  county. 
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Appendix  table  1 — Upkeep  expenditures  for  farm  buildings, 
fences,  and  irrigation  systems,  leading  agricultural 
States  and  United  States,  1970 


State 

Expenditures 

\  Counties 
selected 

1,000  dollars 

Number 

Texas 

140,153 

20 

California 

67,352 

10 

Iowa 

45,786 

7 

Wisconsin 

45,370 

7 

Minnesota 

jy , J 5 / 

D 

Illinois 

36,713 

5 

Nebraska 

33,342 

5 

Missouri 

31,734 

5 

Kansas 

31,075 

5 

New  York 

on    Q 1  n 

jO , 3iy 

Pennsylvania 

30,153 

4 

Ohio 

28,190 

4 

South  Dakota 

24,209 

4 

North  Carolina 

23,547 

3 

Ind  iana 

■3 
J 

Oklahoma 

22,814 

3 

Kentucky 

22,087 

3 

Florida 

21,390 

3 

Georgia 

20,534 

3 

Arkansas 

1  Q  QAQ 

~j 

North  Dakota 

1 O ,  DO  J 

J 

Alabama 

17,163 

3 

Mississippi 

16,917 

3 

Tennessee 

16,887 

2 

Michigan 

16,729 

2 

Total  25  States 

785,157 

120 

U.S.  Total 

1,002,998 

Source:     Survey  of  Aj 

^ricultural  Finance- 

■1970,  part  II,  vol 

V,   table  60,  Bur.  Census,  U.S.  Dept.  of  Commerce.     (This  is 
the  latest  source  available  for  such  data  on  a  State-by- 
State  basis.) 
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